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Introduction

The effect of increased fiber availability due to the private landowner assistance provisions of the
MI Forest Legislative package present a significant economic opportunity for Michigan residents

and businesses involved with the forest products industry.

As the number two manufacturing sector, behind the automotive industry, the forest products
industry currently brings over $12 billion of economic value to the state of Michigan while also
providing over 150,000 jobs (or one out of every ten manufacturing jobs) to Michigan residents.
Despite this significant contribution, the forest products industry is in crisis as mills realign and
close, jobs are lost, and potential revenue is foregone. The private landowner assistance
provisions of the MI Forest Legislative Package will encourage private forest landowners to keep
their properties in a sustainable land use while providing increased fiber supply to Michigan’s
forest products industry — a step that is necessary to promote continued growth of this key

Michigan industry.

Results

Based on enrollment scenarios of one to five million acres, rotation lengths of 40 and 50 years,
and harvest levels of 0.75-cord per acre per year, the net economic impact to the state and local
units of government is between $3.1 and $19.7 million annually (Table 1). When discounting
these values at a rate of seven percent (while holding stumpage constant), we see a projected
annual economic impact of between $94.8 and $572 million over a 40 to 50 year period (Table
1). While these projections vary widely the economic bottom line is that this legislative package
has the potential to provide a boost to forest industry-based revenue in communities that may be
highly dependent on this sector, and has the potential to change supply-side market forces that

are currently keeping stumpage disproportionately high throughout Michigan and the lake states

region.

These projections are conservative, as they do not consider savings on the cost of development
realized through minimizing land fragmentation, nor do they account for increased consumer
spending due to landowner timber sale revenues and tax relief, which constitute approximately

2/3 of the gross state product (GSP).




Methodology

An economic model was developed to examine potential impacts of this legislation under several
scenarios. Scenarios were developed assuming enrollment of one million, two million, and five
million acres (A, B, and C, respectively) under 40 and 50 year rotation periods with an assumed
harvest level of 0.75-cord per acre (statewide average private landowner fiber surplus). The
model output was the economic value of proposed timber sales under each scenario. Values for
projected value of shipments, projected contribution to Michigan’s GSP, and the projected
economic value added to the state were developed utilizing previously observed relationships

between these statistics developed from the MFPC’s industry economic trends report.
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